Outlook for Australian Dollar Upbeat as Charts Reflect China Optimism 


The charts are showing a renaissance of the Aussie’s previous up-trend due to unexpectedly positive China house price data, which infers demand for Aussie construction supplies will remain positive going forward. 
The AUD/USD pair is rising up strongly after a brief stumble at the end of August and start of September. 

Analysts at Citibank put most of the gains down to the sharp weakening in US August Services data, which showed the index decline to its lowest level since 2010 (services account for 75% of US GDP). 

The result further dashed hopes of the Fed raising interest rates in September, even bringing into question another rate hike at all this year. 

 
“USD tumbles across the board overnight as markets make a decisive shift towards December as the timing of the next fed hike. This follows sharply weaker US August ISM Services print (services account for roughly 75% of value added in US GDP), with the index declining to its lowest level since early 2010 accompanied by a sharp dip in key sectors (employment business activity and new orders). Market sentiment now appears to be falling in line with the Citi Economics call for the next Fed hike to come in December.” Said Citi. 

The Aussie side of the pair, meanwhile is showing strength after “Weak USD and upbeat China's data may underpin AUD investment sentiment.”

Citi’s analysts also cite RBA “inaction” as another reason for the rise.  
“US job data was not weak enough to make market risks surge. Together with upbeat China manufacturing PMI and possible inaction of the RBA may underpin AUD investment sentiment.

From a technical POV, city maintains an “upside bias” supported by the fact that RSI has also now risen out of the oversold zone. 
Technical analysis 
The AUDUSD pair had been rising in a bullish ascending channel until it broke out to the downside, however, this seemed to be just a correction and recent dollar weakness has now sent the exchange rate higher again, as if it were resuming its dominant up-trend. 
The strong, long, green, Marabuzo candle on the daily chart is a sign that the up-trend is likely to extend further. 
The Parabolic Sar which is represented by rows of dots under price action on the chart is also signalling more bullishness as it has switched from short to long. 
The MACD has turned up and crossed back above its signal line giving a bullish buy signal as it is still above zero, denoting the bull trend is dominant. 
[bookmark: _GoBack]A clear break above the R1 monthly pivot at 0.7690, confirmed by a move above 0.7710, would confirm a continuation higher to a target at 0.7750. 
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The pair has rolled over from its early September highs and begs the question has the down-trend is resumed?
The sharp rise from the August lows, however, suggests more upside is still possible. 
We may have an evolving inverse head and shoulders basing pattern on our hands, at the lows, in which case one would expect the right shoulder to now be forming – and a continuation of the current roll-over, is therefore probable, down to support at 1.7270, and then we will have the right shoulder. A break below 1.7370 would provide confirmation. 
An eventual move above the neckline, confirmed by a break above the 1.7700 level would probably see the exchange rate rise to resistance at 1.7835. 
The MACD is above the zero-line denoting the asset is in an up-trend, although its pointing down a bit like the nose tip of Concorde. 
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